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THE  TAXATION  OF  GROUND  VALUES. 


OlIKSTIONS  FOR  HLFXTORS 


WITH  THE 


ANSWERS  SUPPUKI)  BY  “PROGRESSIVE” 

LEADERS. 


Question. — W/io  really  pays  the  rates  f 

Answer, — The  landlord.  The  Right  Hon.  VV.  E. 

Glad.sTONE,  M.P.,  said,  at  Ormskirk,  in  October,  1868  : — 

“ We  must  all  agree  that  the  ultimate  burden  of  the  rates  comes  upon 
‘‘  the  landlord.  Whether  they  be  parochial  rates  or  borough  rates,  they 
“ will  at  last  find  their  way  to  the  landlord.  However,  the  sole  power 
“ of  voting  you  know  in  the  parish  vestries  is  with  the  ratepayer,  and 
“ if  the  landlord  happens  not  to  be  an  occupier,  he  has  no  control  what- 
“■  ever  over  the  rates.” — (See  page  62  of  ‘‘  Speeches  of  the  Right  Hon. 
“ W.  E.  Gladstone,  M.P.,  delivered  at  Warrington,  Ormskirk,  Liverpool, 
“ Southport,  Newton,  Leigh  and  Wigan,  in  October,  1868.”  Published, 
not  long  after  their  delivery,  by  Simpkin,  Marshall  & Co.,  London.) 


Question. — Is  it  generally  admitted  that  ground  rents  have 
indirectly  contributed  to  the  rates  ? 

Answer. — Yes.  At  the  conclusion  of  the  evidence  before 
the  House  of  Commons’  Committee  on  Town  Holdings,  both 
the  majority  and  the  minority  Reports  admitted  that  the 
evidence  showed  this.  The  minority  Report,  proposed  by 
IMr.  Munro  Ferguson,  M.P.,  and  supported  by  Mr.  Essle- 
MONT,  M.P.,  Mr.  Lawson,  M.P.,  Colonel  Nolan,  M.P.,  and 
Mr.  J.  Rowlands,  M.P.,  contained  the  following  clause: — 

“ The  witnesses  generally  admit  that  the  rents  under  existing  contracts, 
“ and  in  Scotland  the  amounts  of  the  feu  duties  and  ground  annuals 
“ reserved,  have  been  affected  by  the  agreement  of  the  tenant  to  pay  the 
“ rates  and  taxes,  though  they  differ  in  their  views  as  to  the  extent  to 
“ which  they  have  been  so  affected.” — (See  Final  Report:  Town  Holdings, 
1892,  p.  xci.) 
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Question. — Then  is  the  agitation  for  the  taxation  of  ground 
1 ents  based  upon  a -misconception  ? 

Answer. — Ye.s.  At  a meeting  of  the  London  County 
('ouncih  on  February  22nd,  1892,  Mr.  Debenham,  one  of  the 

' Progressive  ” Aldermen,  said  : — 

“ The  question  of  the  taxation  of  ground  rents  was  one  of  those  that 
‘ came  up  from  time  to  time.  They  caught  the  ear  of  the  population,  but 
‘ the  more  they  analysed  them,  the  more  they  investigated  them  upon 
‘ their  merits,  the  less  they  liked  them  ; and  he  had  come  to  the  con- 
‘ elusion  that  to  tax  ground  rents  and  divide  the  rates  between  the 
‘ landowners  and  occupiers  was  practically  an  impossibility— an  impossi- 
‘ bility  in  this  sense — that  taxation  ultimately  must  fall  upon  the  land, 

‘ and  it  was  a question  of  secondary  consideration  whether  the  owner  for 
' - the  time  being  was  designated  an  occupier  or  an  owner.  A great  deal 
‘ of  misconception  arose  from  the  somewhat  artificial  distinction  set  up 
‘ between  owner  and  occupier.” — { rimes,  February  23rd,  1892.) 

Question, — Who  would  gain  by  the  special  taxation  of 
( xisting  ground  rents  ? 

Answer. — The  large  leaseholder  or  middleman.  Mr.  \V. 

_ AMESON,  Honorary  Secretary  of  the  Land  Nationalisation 
Society,  writes : — 

“ The  leaseholder  will  intercept  the  tax  while  he  has  the  power  to  do 

so.  He  cannot  be  deprived  of  this  power  so  long  as  the  demand  for 
‘ shelter  within  the  metropolis  continues  to  increase.  For  my  part,  1 
'•  don’t  see  the  fun  of  taxing  the  Duke  of  Westminster  simply  to  put 
■ money  into  the  pockets  of  the  trustees  of  the  Cubitt  Estate  in  Pimlico, 
“ or  taxing  the  Marquess  of  Salisbury  to  enrich  the  leaseholders  of  his 
'•  slum  property.”--  November  5th,  1888.) 

Question. — Would  the  special  taxation  of  existing  ground 
rents  involve  injustice  ? 

Answer. — Yes.  Lord  1'ARRER,  in  his  evidence  before  the 
douse  of  Commons’  Committee  on  Town  floldings,  on 
hlay  1 6th,  1890,  .stated  that  he  had  received  the  following 

i etter  from  a correspondent : — 

“ I should  like  to  put  before  you  the  following  case,  which  is  typical 
‘ of  tens  of  thousands  in  this  country  : — 1 am  trustee  for  a lady,  whose 
‘ whole  income  consists  of  ^157  2s.  6t/.,  derived  from  leasehold  ground 
‘ rents  near  King’s  Cross,  bought  for  her  by  a thoughtful,  thrifty  husband 
'■  some  time  back.  She  receives  ^194  2^.  6a.,  and  pays  the  freeholder 
‘ ^37.  She  has  only  a nominal  reversion  of  three  da)s  to  the  rack-rents. 

‘ In  sixteen  years  she  loses  her  income  entirely,  as  the  property  reverts 
‘ to  the  freeholder.  Can  you  tell  me  upon  what  principle  of  right  or 
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justice  this  poor  lady  is  at  one  swoop  to  be  deprived  of  20  per  cent,  of 
“ her  income?  Is  it  "because  the  Thames  Embankment,  and  other 
“ distant  improvements,  are  supposed  to  have  improved  her  property? 
“ The  answer  is,  her  property  has  depreciated  in  gross  annual  value  during 
“ the  last  twentv-five  years ; ' but  even  if  it  could  be  demonstrated  that  these 

• “ distant  improvements  have  benefited  her  property  they  could  not 
“ possibly  benefit  her.  If  you  made  London  a city  of  palaces  and  paved 
“ Its  streets  with  gold,  she  would  not  be  one  penny  the  richer.  Her  rents 

were  fixed  eightv-two  \^cars  ago  for  all  hei  tei  m,  and  as  fai  as  she  is 
“ concerned  they  arc  absolutely  unalterable.” 

Lord  Farrer  admitted  that  tltis  letter  “ puts  a very  strong 
case,”  and  could  not  deny  that  there  are  very  many  other 
cases  like  it,  but  advocated  some  taxation  of  existing  ground 

rents  nevertheless.  He  said — 

“ You  alwavs  must  do  some  injustice,  on  the  one  hand  or  the  other.” 
—(See  Report':  Town  Holdings,  1890,  pp.  97,  123.) 

Question. — U7mt  would  be  the  effect  of  the  special  taxation 
of  future  ground,  rents  ? 

Answer. — Rents  would  be  raised.  Earl  COMPTON,  IM.P., 
who  was  President  of  the  “United  Committee  for  Advocating 
“ the  Taxation  of  Ground  Rents  and  Values,  said,  at  a meet- 
ing of  the  London  County  Council,  on  November  13th,  1891  : — 

“ tf  they  allow'  rents  to  be  raised — and  he  did  not  see  how  they  could 
“ prevent  it— the  last  state  of  the  occupier  would  in  all  probability  be 
“ worse  than  the  first.  He  was  perfectly  convinced  that,  wherever  they 
u pjj-regd  upon  the  owmer  the  payment  of  local  taxation  diiect,  that  would 
“ mean  that  the  owner,  when  the  lease  fell  in,  would  add  that  amount  to 
“ his  vent.”— (Times,  November  14th,  1891.) 

Question. — Can  site  values  be  fairly  assessed  separately 
from  building  values  ? 

, Answp'.R. — No,  At  a meeting  of  the  London  County 

Council,  on  January  i6th,  1894,  the  Local  Government  and 
Taxation  Committee  having  presented  a scheme  for  the 
taxation  of  ground  values  by  means  of  a separate  assessment 

, of  sites  and  buildings.  Lord  FarRER  criticised  this  scheme 

as  follows  : — 

“ With  regard  to  the  possibility,  by  means  of  experts,  of  valuing  site 
“apart  from"^  buildings,  Mr.  Harrison  has  treated  with  contempt  the 
“ opinion  that  that  cannot  be  done.  I wish  you  to  remember  that  you 
“ have  to  operate  m this  case  with  very  rough  instruments,  viz.,  the 

* “ Assessment  Committees.  They  arc  not  experts,  and,  so  far  as  I know. 
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‘ they  judge  of  the  value  of  one  house  by  what  is  given  for  its  neighbour 
‘ and  so  on.  But  suppose  you  call  in  an  expert.  When  you  call  in  an 
‘ expert  he  has  scientific  rules,  founded  on  long  experience,  which  have 
‘ become  absolutely  established  formulce.  But  what  is  an  expert  in  this 
‘ matter  of  valuation  ? He  is  a man  accustomed  to  buying  and  sellino-. 
‘ He  knows  the  operations  of  buying  and  selling,  and  what  is  the  value 
• of  a thing  in  the  market.  The  value  of  a thing  in  the  market,  after  all 
‘ manner  of  abstruse  calculation,  is  what  I can  get  for  it,  and  what  an 
‘ expert  knows  is  what  has  been  got  and  what  is  got  for  certain  property. 

Now,  is  it  just  for  persons  to  separate  the  land  from  the  buildings,  and 
‘ no  experts  called  in  for  each  to  enable  them  to  advise  as  to  the  value 
' in  the  case  of  every  house  in  London  ? What  amount  of  value  is  to  be 
‘I  put  on  the  site,  and  what  amount  of  value  upon  the  land  1 That  is  the 
doubt  we  had  in  the  first  Local  Taxation  Committee,  and  I confess  that 
‘ that  doubt  is  not  yet  removed.” — (The  L.C.C.  Debates,  published  bv 
'Vyman  & Sons,  Vol.  IL,  No.  i,  p 6.) 

Question, — Has  the  Local  Govenwient  and  Taxation  Com- 
viittec  of  the  London  County  Council  been  consistent  in  its 
i cconunendations  upon  this  subject  ? 

Answer. — No.  At  a meeting  of  the  London  County 

Council,  on  November  3rd,  1891,  Lord  HOBIIOUSE  presented 
c Report  of  that  Committee,  in  which  the  .separate  assessment 
( f site  values  was  criticised  as  follows  : — 

“ The  practical  working  of  the  plan  depends  upon  the  ease  with  which 
‘ separate  valuations  of  the  annual  value  of  sites  and  buildings  can  be 
'■  made.  We  must  bear  in  mind  that  though  the  valuations  for  rating 
‘ need  not  be  very  precise,  yet  they  must  approach  accuracy  so  far  as  to 
‘ give  reasonable  satisfaction  to  the  bulk  of  the  parties  concerned.  The 
Land  Valuation  Committee  of  this  Council,  appointed  in  February,  1889, 
to  consider  this  subject,  came  to  the  conclusion  that,  at  least  after  a 
‘‘  basis  had  once  been  laid  by  professional  skill,  there  would  not  be  much 
difficulty  m making  separate  valuations;  and  they  had  before  them 
“ evidence  which  supports  that  conclusion.  There  was  however  diversity 
“ of  opinion  whether  the  plan  is  feasible  at  all,  whether  it  could  ever  be 
“ worked  except  by  professional  hands,  and  whether  its  cost  would  con- 
“ stitute  a serious  objection.  We  do  not  observe  that  any  distinction  is 
“ taken  between  ascertaining  the  value  to  sell  and  the  annual  value.  'I'he 
“ latter  appears  the  more  difficult  when  the  actual  basis  of  fact  is  dis- 
“ regarded.  We  think  that  if  Assessment  Committees  are  ever  to  work 
“ such  a plan,  there  must  first  be  a professional  valuation  of  reasonable 
“ accuracy,  and  that  such  a valuation  for  the  600,000  houses  of  London 
“ would  take  long  and  cost  much. 

“ Assuming  that  it  can  be  done,  there  must  be  much  difficulty  in  it. 

“ A building  and  its  site  are  thought  of,  seen,  used,  and  dealt  with  in 
“ markets,  public  or  private,  as  one  entire  thing.  The  market  is  the 
“ general  criterion  of  value.  Assessment  Committees  work  by  their  local 
“ knowledge.  They  know  what  rack  rents  and  prices  arc  actually  got  in 
“ the  market,  on  leases  and  sales  of  houses  and  sites  combined,  in  their 
“ neighbourhood.  Their  knowledge  does  not  extend  to  hypothetical 
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“ commodities,  such  as  a site  with  a house  on  it  but  supposed  to  be 
‘‘  without  one.  We  conceive  that  the  opinion  of  a professional  valuer 
“ excels  that  of  a layman  only  by  his  greater  knowledge  of  markets,  and 
“ his  trained  habits  of  observation  and  calculation  upon  them.  We  are 
‘‘  told  by  an  eminent  surve\  or  that  when  he  has  to  value  the  composite 
thing,  house  and  site,  he  does  in  his  own  mind  separate  the  two.  He 
“ may  form  a very  shrewd  guess  at  the  value,  annual  or  gross,  of  the 
“ entire  thing,  and  the  market  tests  his  opinion.  But  the  market  affords 
‘‘  no  test  of  his  opinion  as  to  the  separate  values.  A house  without  a site 
“ is  inconceivable,  is  only  old  materials,  and  to  have  any  annual  value  at 
“ all  it  must  have  a right  of  continuing  to  stand  where  it  is.  If  a site  is 
“ without  a house,  the  first  thing  wanted  is  to  build  a house  on  it,  and 
“ that  is  a costly  operation,  which,  whether  performed  by  owner  or  lessee, 
“ absorbs  the  annual  value  for  many  years.  When  able  and  experienced 
“ persons  tells  us  that  it  is  possible  to  ascertain  values  of  objects,  it  is  not 
“ for  us  to  say  the  contrary.  But  we  suggest  that  all  valuations  not 
“ subjected  to  the  test  of  the  market  must  be  of  a hypothetical  and  specu- 
“ lative  character,  that  they  can  hardly  be  made  except  by  skilled  minds, 
and  even  then  will  hardly  satisfy  the  persons  directly  affected  by 
“ them.” — (Report  of  Local  Government  and  Taxation  Committee  of 
London  County  Council,  dated  26th  June,  1891,  pp.  3,  4.) 

()UE.STI0N. — Is  American  experience  favourable  to  the  taxa- 
tion of  ground  values? 

An.swer. — No.  Dr.  A,  R.  Wallace,  the  President  of  the 

Land  Nationalisation  Society,  on  his  return  from  a visit  to 
.\merica,  gave  an  address  on  November  ist,  1887,  in  which, 
after  pointing  out  that  every  particle  of  land  under  private 
ownership  is  taxed  on  its  full  selling  value  in  America, 
he  said  : — 

“ The  results  are  very  curious.  To  begin  with,  land  speculation,  which 
we  think  is  bad  enough  with  us,  is  but  a tritle  here  compared  with  what 
“ it  is  in  America.  In  America,  land  speculation  is  everywhere  excessive. 
“ It  is  the  great  mode  of  making  money,  and  it  exists  more  or  less  all 
“ over  the  country,  wherever  land  is  for  sale  and  is  not  monopolised  b)' 
“ great  capitalists.  This  taxation  on  full  values,  however,  usually  causes 
“ A er)'  rapid  changes  of  ow  nership.  Men  buy  land  on  speculation  for  the 
“ purpose  of  selling  it  again  quickly.  They  will  not  hold  it  long,  because. 
“ if  it  is  not  used,  the  taxes  will  cat  it  up.  Then  somebody  else  buys  it 
and  sells  it  again  pretty  quickly,  and  thus  land  is  continually  changing 
‘‘  owners  until  it  is  used  for  occupation  or  cultivation  or  for  building. 
“ But  the  result  of  this  rapid  change  of  ow  nership — of  each  person  trying 
“ to  make  a profit,  is  that  land  vcr\  rapid!}'  acquires  in  America  a price 
“ as  high  as  in  old  settled  countries  like  England  and  very  often  even 
“ higher.  Then  again  the  result  of  these  speculations  is  that  in 

“ the  cities—  in  the  suburbs  of  the  cities,  in  the  places  where  working 
“ men  live,  we  find  the  land  cut  up  into  still  smaller  strips  than  in 
“ England,  and  the  houses  are  built  still  more  closely  together.” — (“Land 
Lessons  from  America  ” published  by  the  Land  Nationalisation  Socictv, 
pp.  9,  II.) 
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Question. — If  ucik.'  burdens  are  to  he  imposed  upon  laud, 
ought  not  a larger  contribution  from  personal  property  to  local 
taxation  to  be  obtained  I 

Ans\yer.— Yes.  Mr.  Costelloe,  the  late  Chairman  of 
the  Local  Government  and  Taxation  Committee  of  the 
London  County  Council,  in  his  evidence  before  the  House  of 
Commons’  Committee  on  Town  Holdings,  on  August  1st, 
1890,  after  explaining  his  scheme  of  a Municipal  Death 
Duty,  said  : — 

jf  * * * anyone  objects  that  the  scheme  1 have  suggested 
“ would  be  putting  a considerable  tax  upon  persons  who  may  have 
“ invested  in  incomes,  limited  or  otherwise,  to  be  derived  out  of  land,  and 
“ that  that  would  place  them  on  a different  footing  from  those  who  live 
“ on  the  produce  of  stock,  or  on  dividends,  1 can  only  say  that  1 am 
“ quite  willing  to  join  in  levelling  the  latter  up  ; and  1 think  it  is  beyond 
*•  doubt  that  they  now  pay  far  too  little.”— (See  Report  : Town  Holdings, 
1890,  p.  316.) 

Question. — Is  the  taxation  of  ground  rents  a question  for 
the  London  County  Council? 

Answer. — No.  The  Earl  of  Rosebery,  while  a candidate 
for  the  representation  of  the  City  of  London  on  the  London 
County  Council,  was  asked  to  state  his  views  with  regard  to 

the  taxation  of  ground  rents,  and  replied  : — 

“ The  County  Council  would  have  nothing  to  do  with  the  taxation  of 
“ ground  rents.  I shall  be  prepared  to  state  my  opinion  on  that  point  in 
“ the  proper  place,  which  is  my  seat  in  Parliament,  but  it  is  not  a (jiiestion 
“ for  the  County  Council.”— January  loth,  i88y.) 

In  another  speech,  in  the  course  of  the  same  campaign, 
Lord  Rosebery  said ; — 

There  are  people  who  say  that  many  party  questions  arise.  They 
'*  write  and  ask  me  questions  about  all  sorts  of  extraneous  things,  and 
“ then  I reply  to  them  and  say,  ‘ The  Council  has  nothing  to  do  with 
“ ‘ these  things,  and  therefore  I cannot  answer  you  about  them.’  Then 
“ they  say,  ‘ Oh,  but  the  Council  will  have  great  influence  ; whatever  it 
‘‘  ‘ wants  Parliament  will  give  it  ; and  so  what  w’e  w^ant  to  know  is,  will 
“ ‘ you  want  these  things,  in  order  that  Parliament  may  give  them  to 
“ ‘ you  ?’  I will  tell  you  my  view  on  that  point.  I think  that  the  Council, 
“ when  it  comes  to  work,  will  find  that  it  lias  its  hands  full,  without 
“ seeking  to  put  any  more  into  them.”— (T'wz^’r,  January  17th,  1889.) 

May,  1894. 

Mctchhn  vSV;/,  London. 


